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Economy Slows Slightly in May

Outlook Good For

The Fairfax County Coincident Index,
which represents the current state of the County’s
economy, decreased 0.03 percent to 103.85in May
for its first decline in six months. Over the first
five months of 1998, the Coincident Index has
gained 0.3 points with the greatest magnitude of
these gainsbeing achievedin March and April. For
the past year, the Index hastracked apositivetrend,
running well aboveitstwelve-month moving aver-
ageline. In May, three of the Index’s four compo-
nents were positive.

e Tota employment increased for the eighth con-
secutive month;

e Transient Occupancy Tax collectionsincreased
dlightly in May gaining for a seventh month;
and

+  Consumer confidenceincreased for thefourth
timeinthelast five months; while

e Seasonally adjusted sal estax receipts declined
inreal termsafter gaining in the preceding two
months.

The Fairfax County Leading Index,
which is designed to forecast the performance of
the County’s economy 9 to 12 monthsin advance,
retreated dlightly in May to 105.41 after registering
its largest one-month gain in more than year.
Through five monthsin 1998, the Leading Index
has been down three times, but its overal trend
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remains slightly positive and, for the past twelve
months, the Index is up a strong 1.3 percent. In
May, the sharp decline of two of the Index’s five
components contributed to its negative perfor-
mance.

*  New automobileregistrations declined after a
sharpgainin April and have now been downin
four of the year’'sfirst five months; and
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e Themeanvalueof residential building permits
fell following April’s strong performance and
has now been down in three of the last four
months; while

e Initial claims for unemployment insurance
decreased (improved) significantly for asecond
month in arow;

e Consumer expectations (consumer confidence
six months hence) increased attaining a new
al-time peak; and

¢ Residentia building permitsincreased dlightly
following asharp declineinApril.

CURRENT CONDITIONS

The Fairfax County economy registered
strong performance coming out of last year’ sfourth
quarter with growth peaking in March and April
(@l four of the Coincident Index’scomponentswere
positive in consecutive months). The County’s
economic performancein May remained strong but

showed signsof dightly dower growth. Thesesigns
included amarginally slower rate of job growth—
4.4 percent in April vs. 4.2 percent in May—and
weaker retail sales.

Some of this weakening is explained by
seasonal factors and some may be attributable to
the general softening registered in both the
metropolitan area and national economies. While
thed owdown nationally isbeing driven by inventory
buildup and growing foreign tradeimbal ances, these
conditions are not having any measurabl e impact
onthe County’seconomy yet. Infact, the County’s
economy is performing well and continues to
outpace the region and the nation.

Other variations that contributed to
marginally weaker resultsin May are seeninadight
increase in unemployment, from a very low
1.4 percentin Aprilto 1.5inMay, alevel that isstill
more than one-half of the region’s unemployment
rate. While these rates are adjusted for seasonal
variation, the large number of college students
entering the job market in May can result in the
appearance of a softer labor market. But, when
measured against the unemployment levels
elsewhere, Fairfax County labor market remains
very tight. Furthermore, initial claims for
unemployment insurance continue to fall and are
now 35.2 percent lower than ayear ago. With the
resident labor force growing 1.1 percent over the
last twelve months and job growth at 4.2 percent,
Fairfax County has become a major commuter
destination and source of jobs for non-local
residents.

Thedipin seasonally adjusted retail sales
tax in May may also point to ashift in the mood of
consumers. Even though consumer confidence set
anew record in May, the rate of increase for both
consumer confidence and consumer expectations
slowed sharply from April. Growing consumer
concernsregarding thevolatility of the stock market,
continuing weakness in Asia’s financial markets,
especially in Japan, and signs that the national
economy may have stalled in the second quarter,
may have contributed to the decreasein May’sretail
spending.

Thissame softening in retail spending was
seen at the metropolitan level with asharp decline
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innondurable goodssales. Thisdeclinewaspartialy
attributed to seasonal factors including fewer
businessvisitorsin May. Whilethe County’shotels
have been doing well over the past year, as
measured by the 23.8 percent gaininthe Transient
Occupancy Tax, May’'s increase over April, on a
seasonally adjusted basis, was just 0.06 percent.

This performance is consistent with regional

dowdowninthe hospitality industry. Thisdowdown
a so may have contributed to the weaker retail sales
inMay.

NEAR-TERM OUTLOOK

The decline of May’s leading indicators,
following April’s sharp increase, showed that their
performancein April wasnot anew trend. Rather,
the recent seesaw pattern of the Leading Index’s
performance with more moderate ups and downs
was reaffirmed as the true trend. That is, while

the leading indicators continue to point to further
expansion in the County’s economy, not all are
pointing in the same direction each month.

It is also evident that the monthly
performance of the County’sleading indicatorsare
not reflecting any fundamental weaknesses in the
local economy. Rather, their performance patterns
suggest that on anindividual basis, theseindicators
are quite sensitive to short-term conditions, such
as were recently experienced in the stock market,
but in aggregate they continue to track an upward
trend.

This trend has been pushing upward
consistently since mid-1991 with only temporary
plateaus (the latest spanning the fourth quarter of
1995into early 1996) andisclearly pointingtowards
further expansion. The duration and underlying
strength of the Leading Index suggests that the
expansion should continue straight into 1999 baring
a major economic crisis at the national or
international levels.
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Fairfax County, Virginia Economic Indicators
Current and Previous Months

Economic Indicator Estimates Percent Change
May-98 Apr-98 May-97 Apr-98 May-97
Prelim. Final Final to to
May-98 May-98

Fairfax County Business Cycle Indicators
Coincident Index (1987 = 100) 103.85 103.88 103.17 -0.03 0.66
Leading Index (1987 = 100) 105.41 105.62 104.04 -0.19 1.32

Fairfax County Coincident Index Components

Total Covered Employment (Seasonally Adjusted) 469,084 468,335 450,084 0.16 4.22
Total Covered Employment (Unadjusted) 469,717 464,607 450,692 1.10 4.22
Transient Occupancy Tax ($'000='87, Smoothed, Seasonally Adjusted) 341.9 341.7 276.1 0.06 23.84
Transient Occupancy Tax ($'000=Current, Smoothed Only) 483.8 471.6 379.6 2.58 27.45
Sales Tax Receipts ($'000="87, Seasonally Adjusted) 7,075.2 8,019.1 6,727.8 -11.77 5.16
Sales Tax Receipts ($'000=Current, Unadjusted) 8,551.5 9,544.8 8,445.2 -10.41 1.26
South Atlantic Consumer Confidence 176.4 175.6 159.5 0.46 10.60

Fairfax County Leading Index Components

New Automobile Registrations (Seasonally Adjusted) 5,300 6,589 4,272 -19.57 24.05
Automobile Registrations (Unadjusted) 5,850 6,478 4,716 -9.69 24.05
Initial Unemployment Claims (Seasonally Adjusted) 530 631 819 -15.91 -35.20
Initial Unemployment Claims (Unadjusted) 486 625 750 -22.24 -35.20
South Atlantic Consumer Expectations 120.6 119.9 117.6 0.58 2.55
Residential Building Permits (Number of Units, Seasonally Adjusted) 521 518 511 0.41 1.86
Residential Building Permits (Number of Units, Unadjusted) 549 541 539 1.48 1.86
Average Residential Building Permit Value ($='87 Per Unit, Seasonally Adju: 65,471 81,593 77,846 -19.76 -15.90
Average Residential Building Permit Value ($=Current Per Unit, Unadjusted) 88,332 114,523 104,005 -22.87 -15.07

Fairfax County Labor Force

Total Labor Force (Seasonally Adjusted) 536,133 534,019 527,331 0.40 1.67
Total Labor Force (Unadjusted) 538,267 533,165 529,430 0.96 1.67
Unemployment Rate (Percent, Seasonally Adjusted) 1.52 1.38 2.43 -- --
Unemployment Rate (Percent, Unadjusted) 1.53 1.27 2.45 -- --

Notes: All components included in the indices are seasonally adjusted. In addition, those expressed in dollar value (Average
Building Permit Value, Transient Occupancy Tax, and Sales Tax) are expressed in constant 1987 dollars. Initial Claims are
inverted prior to inclusion in the Leading Index; that is, an increase in claims results in a decrease in the index and visa versa.
Because of its quarterly collection schedule, the Transient Occupancy Tax is smoothed. Unadjusted data (italics) and Fairfax
County Labor Force data are not included in either index, but are shown for informational purposes. All percent changes are

calculated from unrounded data.
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